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ROLE OF IRDAI IN PROMOTING
E-COMMERCE IN INSURANCE
SECTOR WHILE ENSURING
POLICYHOLDER PROTECTION
—Dr Goda Mallikarjun*

Insurance is a financial service for protecting life, health, and
property from risk. Insurance Regulatory and Development
Authority of India was brought in to protect policyholders’ interests and regulate, promote and develop the insurance market in an
orderly manner after liberalization and allowing private participation and foreign equity in the insurance sector. The increasing use
of the internet and mobile for providing banking and financial services generated demand for similar channels of electronic access
and commerce in insurance also. IRDAI issued the Guidelines for
e-Commerce mandating that the same should be carried out only
through the Insurance Self-Network Platform to be offered by
insurers, intermediaries, and such other entities as permitted by
IRDAI.
The guidelines replicated provisions in IRDAI (Protection of
Policyholders’ Interests) Regulation 2017 relating to solicitation, proposal, sale,and issue of policies in an electronic environment along with stipulations for ensuring the safety and security
of information systems and data. The grievance redressal systems
mandated under the abovementioned Regulations enable expeditious resolution of grievances by insurers and the Insurance
Ombudsmen operating under the Insurance Ombudsman Rules,
2017 provide an inexpensive, expeditious and efficient system for
resolving grievances where the insurers do not redress grievances
or even respond to them. IRDAI plays a key role in implementing
*
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the provisions, facilitating redressal of grievances, analysing them
to assess the market conduct, and fine-tune regulations or initiate
regulatory action for non-compliance.
Though IRDAI has put in place the regulatory and consumer protection framework for facilitating e-commerce in insurance, the
extent of on-line sale is less than 2% of new business. Therefore,
there is a need to promote e-commerce in insurance and thereby
facilitate not only insurance inclusion but also dematerialized holding of insurance in e-Insurance accounts.
Key words – e-Insurance, e-Commerce, policyholder, eIA, insurance, IGMS, IGCC, ISPN, web-aggregator, insurance repository,
policyholder protection.
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I. INTRODUCTION

Insurance is the financial service of providing protection from risk through
risk financing through pooling. Insurance is a contract between the insurer and
the policyholder or the insured for the consideration of payment of premium
by the insured and honouring the claim by payment of the sum assured or sum
insured in case the risk materializes. The risk covered could be a risk to life
or health or property/enterprise based on which the insurance is categorized as
life insurance, health insurance, and general insurance respectively. The risk
of insurers is in turn insured through reinsurance. Insurance is covered under
the term ‘service’ as per the Consumer Protection Act, 20191; as such provision
1

Consumer Protection Act 2019, s 2(42).
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of services relating to insurance to a prospect or policyholder or claimant is a
service.
Though insurance was a private enterprise, the sector became a monopoly of public sector insurers after nationalization. While the nationalization of
life insurance in 1956 resulted in setting up of Life Insurance Corporation of
India Ltd.2 as the only life insurer in the country; the nationalization of general insurance in 19723 resulted in general insurance (including health insurance and reinsurance) being handled by General Insurance Corporation having
its head office at Mumbai and its four subsidiaries viz. United India Insurance,
New India Assurance, Oriental Insurance, and National Insurance having
their head offices at the four metropolitan cities Chennai, Mumbai, Delhi and
Kolkata respectively. The sector was regulated by the Insurance Act, 1938 with
the Controller of Insurance administering the provisions of the Act and overseeing the functioning of both life and general insurance companies in delivery
of insurance services. Individual agents were the only distributors of insurance.
II. POST-LIBERALIZATION INITIATIVES

The financial sector reforms involving liberalization, privatization and globalization after the financial crisis of early 1990s impacted the insurance sector
also with the reform agenda set by the recommendations of the High Powered
Committee headed by Shri RN Malhotra set up by the Government of India.4
The Committee, inter alia, recommended allowing private sector (including
foreign equity) participation in the insurance sector, marketing insurance to
the weaker section of society and in rural areas, appointment of institutional
agents, restructuring the insurance industry, and above all, putting in place
an independent regulatory authority for the insurance industry. Accordingly,
the Insurance Regulatory and Development Authority Act, 19995 was enacted
for setting up the Insurance Regulatory and Development Authority6 of India7
(IRDAI) which was entrusted with the responsibilities of protecting policyholders’ interests and regulating, promoting and ensuring orderly growth of the
insurance sector.8

2
3
4
5
6

7
8

Life Insurance Corporation of India Act 1956.
General Insurance Business (Nationalization) Act 1972.
The Committee was set up in 1993 and submitted its report in 1994.
Insurance Regulatory and Development Authority Act 1999.
In 1996, an Interim Regulatory Authority was constituted by Government of India. Later
IRDA, set up under the IRDA Act replaced the Interim Regulatory Authority and took over
all its assets and liabilities.
The words ‘of India’ were added through the Insurance Laws (Amendment) Act 2015.
Insurance Regulatory and Development Authority Act 1999.
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IRDAI licensed several insurance companies which have provided the
much-needed competition in the sector, which was hitherto monopolized by
the public sector, by offering a wide range of life, general, and health insurance products to the customers providing the supply side impetus for insurance
expansion. IRDAI also took concerted efforts to expand the access to insurance and professionalize insurance distribution by permitting multiple institutional channels for the distribution of insurance, the most important being
brokers, corporate agents including banks, insurance marketing firms, common
service centres, web aggregators etc. to supplement and complement the efforts
of individual agents.9 IRDAI came out with regulations covering businesses
that these entities could conduct, licensing/registration/renewal requirements
and eligibility criteria, fee structure, code of conduct, etc. and the structure of
remuneration that can be paid to these entities for insurance distribution. The
number of entities in insurance distribution has grown significantly as has the
number of insured persons.
III. GROWING DEMAND FOR ONLINE AND MOBILE PLATFORMS

With the increasing use of internet and mobile, the demand for delivery of
goods and services online also increased. The increasing use of electronic platforms for banking and securities transactions, prompted the need for similar
services being extended to insurance as well. The web-aggregators were the
first intermediaries which had operations only online. Given the demand for
insurance e-commerce,the insurers and intermediaries started offering insurance products online. However, in order to ensure that the on-line activity of
insurance solicitation and sale does not operate in violation of the regulatory
requirements put in place for policyholder protection in the in-person mode as
well as to ensure that adequate systems are put in place to prevent the risks
emanating from this mode of distribution of insurance products on the mobile
and online platforms, IRDAI came out with elaborate guidelines.
IV. IRDAI GUIDELINES ON INSURANCE E-COMMERCE

Seeing e-commerce as an effective and cost-efficient way for financial inclusion and to increase insurance penetration, IRDAI issued the “Guidelines on
Insurance E-commerce”10 (‘Guidelines’ in short) in 2017 to promote e-commerce in insurance so as to lower transaction cost, increase efficiency and

9

10

The individuals were also permitted to act as microinsurance agents and Point of sale persons
for distributing specific types of insurance products.
IRDA/INT/GDL/ECM/055/03/2017 on March 9, 2017.
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for expanding reach.11 The Guidelines were issued exercising powers to issue
directions under Section 34 of Insurance Act read with Section 14 of IRDA
Act 1999 which elaborates the subject matters of duties, functions and powers
of IRDAI.12
The Guidelines constitute the elaborate regulatory framework regarding the
platform of insurance e-commerce called “Insurance Self-Network Platform”
(ISNP) on which the transactions of solicitation, sale, and servicing of insurance policies can be done with the permission of IRDAI. ISNP is defined as
“an electronic platform set up by any applicant with the permission of the
Authority.”13
The key aspects of the guidelines are as follows:
▪▪ The insurance market participants who can offer such a platform are
insurance companies and insurance intermediaries registered with IRDAI
or any other person recognized for this purpose by IRDAI. Insurance
agents can however operate using the insurance company’s ISNP only.14
▪▪ E-commerce through ISNP can be done only after obtaining prior permission from IRDAI after an application and accompanied by a fee of
Rs. 10000 plus taxes. Existing insurance service providers who were
already offering services online were required to submit an application
within 3 months.15 IRDAI launched an online portal to receive applications and obtain information required for the grant of permission for the
platform.
▪▪ On fulfilment of the conditions and compliance with the extant regulatory framework applicable to the regulated entity and the requirements as
per the guidelines, IRDAI may either grant permission, provide time for
completing the application or reject permission after giving the applicant
an opportunity of being heard, any decision to be taken within 60 days
of submission of all documents.16
▪▪ The validity of the license is coterminous with the validity of registration
for insurance intermediaries and unless revoked, for insurers. The permission may be revoked if the activities of the ISNP are not in policyholders’ interest, are not conducive to the growth of the insurance sector,
are violative of the code of conduct, non-compliant with the requirements
11
12
13
14
15
16

ibid,
ibid,
ibid,
ibid,
ibid,
ibid,

2.
1.
3(d).
3(e).
5.
6.
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under the guidelines and violative of other regulatory requirements under
the Insurance Act, IRDA Act or subordinate regulations thereunder; after
giving an opportunity of being heard.17
▪▪ The important technology related requirements are
▪▪ Maintaining integrity of automatic data processing systems
▪▪ Ensuring data privacy
▪▪ Having internal controls to review, monitor and evaluate systems,
procedures, safeguards and controls
▪▪ Having an external audit to review the above at their cost at least
annually by an external Certified Information System Auditor or
Chartered Accountant with similar qualification as per the scope
specified by IRDAI
▪▪ Ensuring that the ISNP complies with the Information Security
Management System Standard of International Organization of
Standardization or the International Electro-Technical Commission or
its equivalent at all times
▪▪ Placing the external audit and information and security management
system reports before the Board or their sub-committee; and
▪▪ Reporting adverse findings material to ISNP operations or which
result in loss to policyholders, to IRDAI with an action plan to
address them.18
▪▪ IRDAI could also inspect the ISNP by itself or through an independent
agency at any time it so desires.
▪▪ Code of Conduct is one of the most important regulatory requirements
which encompasses the provisions intended for policyholder protection
and to facilitate supervision by IRDAI which include
▪▪ Providing copy of insurance policy in e-form and providing postsales servicing
▪▪ Furnishing information relating to the insurance business and periodical returns to IRDAI and cooperating with inquiries or requirements
of IRDAI
▪▪ Code of Conduct also contains a list of dont’s that are intended to avoid
practices that are not in the interests of fair business practice, policyholders’ protection, and orderly growth of insurance business, which include

17
18

ibid, 9.
ibid, 10,11.
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▪▪ indulging in manipulation of insurance business, unfair trade practices, accepting redirected internet traffic or references from other
than as permissible from market participants
▪▪ offering discounts, incentives, payments other than approved by
IRDAI; and allowing cash back, incentives or other payments by
payment gateway companies
▪▪ failing to comply with Insurance, IRDA, Foreign Exchange
Management and Prevention of Money Laundering Acts and subordinate legislations of all forms issued thereunder; and other legislations
etc.
▪▪ The list of obligations to be complied with the ISNP have been specified19 which include
▪▪ preventing unauthorized access, disclosure, dissemination, destruction or alteration of data;
▪▪ ensuring secured network for electronic communication without
unauthorised entry or access; and standard transmission and encryption protocols; robust firewalls, intrusion detection systems etc.
▪▪ putting in place arrangements for disaster management and business
continuity; and having adequate professional manpower for administering the business over ISNP;
▪▪ registering domain name of the website and having servers hosting
them in India; and making available the information displayed on
website, processes procedures etc. for scrutiny / verification
▪▪ protecting the privacy of users of the system.
▪▪ The operational aspects of e-commerce on ISNP are discussed in Chapter
IV which include:
▪▪ Offering services on mobile or internet or both
▪▪ Enrolling market participants registered with IRDAI
▪▪ Displaying on the website complete regulatory and contact information about the provider of ISNP
▪▪ Disclosing updated products and features as approved by IRDAI
– while insurers can display all their products and combi-products offered with other insurers, intermediaries should only display
products of those insurers they have an arrangement with, without

19

ibid, 14.
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favouring any insurer and without commitment for sale of their
products
▪▪ Sharing the procedures and timelines for pre-sale solicitation
▪▪ Sharing information about product in simple language, its suitability,
features, coverage, exclusions/limitations, premium and charges, time
for which information is valid and cancellation procedures
▪▪ The guidelines also provide that there is no need for filing separate products, discounts that can be offered and commissions/remuneration to be
paid to intermediaries / agents should be as specified by IRDAI
▪▪ The proposal should be as per the regulations governing issuance of electronic policies with electronic signature / login and password and after
sale, issue policy and proposal form in electronic form after which the
entity should create an e-Insurance Account within 15 days.
▪▪ The system should be compliant with payment of premium before commencement of risk as per Section 64-VB of Insurance Act, to provide
policy servicing facilities and also furnish information about services,
procedures and timelines
▪▪ The ISNP should have standard operating procedures for IT and non-IT
processes, maintaining records in the manner specified by IRDAI,
ensuring privacy of personal information and data security to maintain
confidentiality and preventing misuse. It should have pro-active fraud
detection and prevention systems as well as maintain and share information about frauds to and use information from other market participants.
▪▪ The participant should put in place systems of supervision and control
over the ISNP; ensure and file compliance with IRDAI annually certifying compliance with the guidelines; furnish reports specified by IRDAI
or documents or records sought by IRDAI and subject themselves to
inspection, investigation, by IRDAI.
It is therefore clear from the above that the guidelines provide the regulatory and supervisory framework for safe conduct of insurance e-commerce
business.
V. REGULATED ENTITIES OFFERING ISNP

After the guidelines have been issued, 261 entities have applied for permission to operate ISNP as on 31.3.2021. While 145 of these entities are insurance
brokers, 48 are corporate agents and 16 are web-aggregators; 52 entities are
insurance companies.20
20

Data of the number of applications received by IRDAI as on 31/3/2021 as per Annual report
of IRDAI for 2020-21; Item – II.2/11 dealing with Insurance Self-Network Platform; Page 81.
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Insurance brokers are insurance intermediaries incorporated as companies,
cooperative societies or limited liability partnerships or such other entities as
permitted by IRDAI; and registered by IRDAI to engage exclusively in the
business of soliciting and arranging insurance21 for its clients and provide other
services like servicing, claim management, risk management and such other
services as permitted by IRDAI for a fee and/or remuneration. They can transact business for any insurance company as desired by their client.22
A corporate agent is also an insurance intermediary which a company,
cooperative society, limited liability partnership, bank, NGO or micro finance
institution or NBFC or any other person recognized by IRDAI; and registered
by IRDAI for soliciting and servicing insurance business for insurers for a fee
or remuneration. These companies primarily transact in any other business
than insurance but provide insurance products to their customers. They can
distribute and service insurance products of a maximum of three life insurers,
general insurers and health insurers each.23
Web-aggregators are a class of insurance intermediaries regulated by
IRDAI which maintain a web site for providing an interface to insurance
prospects for price comparison and information of insurance products of different insurers with whom they have arrangements. The web aggregator could
be a company, limited liability partnership or any other person recognized by
IRDAI. A web-aggregator should be exclusively dealing in insurance business only and can display information and generate leads for the insurers with
whom they have signed an agreement. They should also comply with the technical requirements of ISNP like having secure information systems, compliant
with information security standards, encryption technologies for transmission
of information to insurers,annual CISA or equivalent external information
security audit, submission of compliance certificate annually etc.24
Almost all general, life and health Insurance companies are providing
on-line facilities for purchase of insurance products and offering various policy-related services to their policyholders. They also provide the platform for
use by the insurance agents who are proscribed from applying for an ISPN
separately.
Another important class of insurance intermediaries which are an integral part of e-commerce in Insurance are the Insurance Repositories which
21

22
23
24

While direct brokers provide insurance and reinsurance brokers provide reinsurance
Composite brokers provide both insurance and reinsurance related solicitation and services
related to such insurance or reinsurance.
IRDAI (Insurance Brokers) Regulations 2018.
IRDAI (Registration of Corporate Agent) Regulations 2015.
IRDAI (Insurance Web Aggregators) Regulations 2017.
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provide “Electronic Insurance Account” (eIA) for holding insurance policies in
a dematerialized and electronic form which serves the policyholder by providing access to the insurance portfolio through the internet. IRDAI has granted
Registration to four entities to act as “Insurance repositories” authorized to
open e-Insurance Accounts. These entities are also technology and system
intensive warranting the regulator to specify requirements for information
security and systems which provide for safety, security, privacy and confidentiality in addition to other requirements of business continuity and disaster
management.
The above systems have enabled e-commerce in Insurance and dematerialized holding of insurance policies providing ease of access to purchase insurance products and service policies.
The percentage of on-line direct sales of new business during the year 202021 is as follows25:
▪▪ Life insurance business– 1.58%
▪▪ General Insurance business –1.28%
▪▪ Health Insurance Business – 1.66%
It is clear from the above that the proportion of online sales to total is insignificant. There is a greater need to promote e-commerce and parallelly get
more and more policyholders to get their e-Insurance Accounts from repositories so that the holding of insurance can be dematerialized as is the case with
investments and even bank deposits. This would enable greater integration of
systems to facilitate open banking platforms and applications providing ease of
access and use of all banking and financial products and services.
VI. REGULATORY FRAMEWORK FOR
POLICYHOLDER PROTECTION

Promoting e-Commerce in insurance can be possible only when the customers are satisfied that the systems do not compromise or in any way affect the
policyholder protection available through conventional channels. While there
are insurer, agent, intermediary and product specific regulations containing
provisions for the benefit and protection of policyholders, the general and comprehensive provisions for the policyholder protection for the insurance sector
as a whole during all stages of the insurance cycle are contained in the IRDAI
(Protection of Policyholders’ Interests) Regulations (PPHI Regulations) issued
by IRDAI exercising its powers under Section 14 read with Section 26 of the
25

IRDAI Annual Report 2020-2021, [84]-[86].
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Insurance Regulatory and Development Authority Act, 1999. These regulations
are in addition to the other regulations providing for policyholder protection.
The Regulations, which were first issued in 2002, have been modified and
fine-tuned based on emerging requirements including the new modes of insurance service delivery and replaced by the IRDAI (Protection of Policyholders’
Interests) Regulations, 2017.26

A. OBJECTIVES
The policyholder protection mandate is very clearly articulated in the objectives sought to be achieved through the PPHI Regulations.27 While protections
of interests of Insurance Policyholders is primary, the regulations are aimed at
ensuring that the insurers, distribution channels and other regulated entities not
only fulfil their obligations towards policyholders but also provide for standard
procedures and best practices in providing services to policyholders at every
stage of the insurance cycle viz. point of sale, sale, servicing and in handling
claims. Since the ultimate onus of policyholder protection is on the insurers,
the governance of insurers should be policyholder-centric with emphasis on
grievance redressal.

B. BOARD APPROVED POLICY
The Regulations mandate that the insurers put in place a Board-approved
policy for policyholder protection covering the following important aspects for
policyholder protection28:
▪▪ Product information –informing the prospects, policyholders and persons claiming under the policies of the products, benefits, features and
terms and conditions without mis-statement or mis-representation to enable counter-checking the same so as to not fall prey to unfair practices at
point of sale or be informed at any stage thereafter.
▪▪ Mis-selling – laying down steps to prevent mis-selling and unfair business practices
▪▪ Citizen’s charter – specifying the Turn Around Times (TATs) for various
services and putting them in public domain
▪▪ Grievance redressal – putting in place a structure and procedure for
expeditious grievance resolution and

26

27
28

Insurance Regulatory and Development Authority (Protection of Policyholders’ Interests)
Regulations 2017.
ibid, reg 3.
ibid, reg 5.
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▪▪ Insurance education – taking steps for promoting insurance awareness so
as to educate customers of the need and utility of insurance and products
suitable for covering the risks they are exposed to.

C. PRE-POLICY ISSUANCE
In order to prevent unfair business practices and mis-selling of insurance
products, the Regulations mandate that the prospectus should furnish details of
the product, benefits, extent of insurance cover, contingencies covered, products which can be issued as riders and benefits, special aspects like warranties, conditions, exclusions etc. with explanations, conditions of rebate etc.
The insurers and distribution channels have to comply with the requirement of
disclosure of all material information in respect of insurance product on offer
to enable the prospect to take an informed decision as insurance is a contract
of utmost good faith not only on the part of prospect or policyholder but the
insurer or its distribution channel. Further, given the low levels of insurance
literacy, where the prospect depends on the advice of the insurer or agent or
intermediary, the same has to be rendered dispassionately. Where the proposal
is being filled in on behalf of the prospect, the declaration has to include a
certificate that the contents have been explained to and fully understood by the
prospect.29 While disclosures about policy have to be made in the e-commerce
platform also, the agents and intermediaries should ensure compliance with
requirement of dispassionate advice and certificate even if sale is on an electronic mode of insurance through appropriate disclaimers.
The life insurance proposal form should state requirements of Section 45 of
Insurance Act in terms of which a policy cannot be called into question on
the ground of mis-statement of facts after 3 years of issuance to enable the
prospect to make full disclosure of material information in the proposal.30 This
has to be invariably provided for in the e-commerce platform too. The insurers
have to process proposals and communicate decision within 15 days of receipt
of proposals and furnish a copy of the proposal within 30 days of acceptance.
The ISNP guidelines also mandate these aspects as integral part to the e-commerce platform.

29
30

ibid, reg 6.
ibid, reg 8.
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D. INSURANCE POLICY
There are three regulations elaborating the matters to be stated in life insurance policy31, general insurance policy32 and health insurance policy33. The
details include the name and contact particulars of the policyholder; insurance
product related aspects like sum insured, premium, contingencies covered, features, conditions, exclusions, etc.; name and contact particulars of the insurer
and intermediary or agent; particulars about grievance resolution and insurance
ombudsman; etc. The e-policies also have to provide this information.

E. FREE-LOOK CANCELLATION
The right to policyholder to return the policy after review to the insurer if
it does not meet the requirements, i.e. if in disagreement with the terms and
conditions of policy, is a very important protection to the policyholder from
mis-selling or unfair business practices during the sale. More time i.e. 30 days,
is provided to the policyholder for return of electronic policy and policies sold
through distance marketing mode as compared to conventional sale where the
time is only 15 days. However, this facility of free-look cancellation is available only in case of all life insurance policies.34 In case of health insurance,35
free look cancellation is only for provided for policies other than those with a
tenure less than one year and the period is 15 days irrespective of the channel
of purchase. On receipt of the policy with objections, the insurer is bound to
refund the premium within 15 days of receipt after deducting stamp duty, proportionate risk premium for the time policy has been operational and expenses
for medical examination, if any. The Regulations also mandate payment of
penal interest at bank rate plus two per cent in case of delay in refund beyond
this time.36 In case of general insurance policies, there is no facility of free
look cancellation.
VII. PRODUCT LIABILITY IN INSURANCE E-COMMERCE

In offering insurance policies for sale on E-commerce platforms, the insurers and their distribution channels like agents, intermediaries and other regulated entities have to ensure that there is no deficiency of service as Insurance

31
32
33
34
35

36

ibid, reg 9.
ibid, reg 11.
ibid, reg 12.
ibid, regulation 10.
Insurance Regulatory and Development Authority of India (Health Insurance) Regulations
2016, reg 14.
Insurance Regulatory and Development Authority of India (Protection of Policyholders’
Interests) Regulations 2017, regs 16(3) and 14 (2)(v).
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is a ‘service’ under the Consumer Protection Act 2019. ‘Deficiency’ is defined
as
“any fault, imperfection, shortcoming or inadequacy in the quality,
nature and manner of performance which is required to be maintained by or under any law for the time being in force or has been
undertaken to be performed by a person in pursuance of a contract
or otherwise in relation to any service and includes-(i) any act of negligence or omission or commission by such person which
causes loss or injury to the consumer; and
(ii) deliberate withholding of relevant information by such person to the
consumer;”
Thus, in e-commerce, mis-selling of insurance by canvassing and issuing
a policy not suitable to the prospect or not disclosing full information about
the insurance product, its benefits, conditions, exclusions, special terms, etc.
could result in the insurance consumer paying up for a service which would
not be to his benefit. Mis-selling is referred to as unfair business practice in
the insurance parlance. Under the Consumer Protection Act, this would constitute a ‘deficiency of service’. The premium paid for a product not meeting
the needs is a loss which has to be compensated. Further, in case the insurance was intended for protection from a certain contingency and risk of loss
emanating out of it, an improper product sold by the insurer or intermediary
would not cover the loss. So, in case the risk emanating out of the contingency
not covered by the policy materializes, the consumer would suffer a loss and
when a claim is raised against the insurer under the policy, the same would
be repudiated. In such an instance, the consumer has to suffer the loss in spite
of having the policy for which he had paid a premium as consideration on his
part. This would be another significant loss for which the consumer would seek
compensation.
Further, ‘Product liability’ is defined as “the responsibility of a product
manufacturer or product seller, of any product or service, to compensate for
any harm caused to a consumer by such defective product manufactured or
sold or by deficiency in services relating thereto.”37 Thus, for the deficiency of
service through the e-commerce sale of insurance, action for ‘product liability’
can be initiated under the Consumer Protection Act against the insurer and/or
intermediary or agent. However, given the regulatory framework put in place
by IRDAI for grievance redressal in Insurance sector and the availability of
the Offices of Insurance Ombudsman for inexpensive, expeditious and efficient
37

Consumer Protection Act 2019, s 2(34).
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disposal of insurance grievances not resolved by insurers, the Consumer Fora
are being only considered the last resort for resolution. IRDAI, on its part,
has also initiated measures for policyholder protection, channels of grievance
redressal and improvement of systems to address systemic issues leading to
complaints through market conduct supervision based on the grievances. These
aspects are outlined below.
VIII. REGULATORY FRAMEWORK FOR
GRIEVANCE REDRESSAL

The regulatory framework for grievance redressal is as important as
the framework for promoting e-commerce. Keeping this in mind, PPHI
Regulations issued by IRDAI include elaborate provisions for insurers putting
in place an effective and efficient system for grievance redressal. The definition
of grievance or complaint, broad contours of the Grievance redressal procedure
and the organizational arrangements for the same have been outlined in the
Annexure to these Regulations.

A. COMPLAINT OR GRIEVANCE
Complaint or Grievance is defined in the PPHI Regulations as a written
expression by a complainant of dis-satisfaction about action or lack of action;
or about standard of service or deficiency of service of insurer, distribution
channel, intermediaries, insurance intermediaries or other regulated entities.38

B. GRIEVANCE REDRESSAL PROCEDURE
The Regulations expressly mandate that every insurer shall have an effective mechanism and proper procedures to resolve complaints and grievances of
policyholders and claimants with efficiency and speed.39
The requirements to be complied with and ‘ followed scrupulously’40 by
insurers in relation to system and procedure of Grievance Redressal as per the
PPHI regulations are as follows:
▪▪ Having a Grievance Redressal Officer at senior level at corporate office
and a designated Grievance Officer who is the Head of the Office at
every other place of business;
▪▪ Displaying full contact details of the above officials and their hierarchy
on the website and notice board of offices;
38

39
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Insurance Regulatory and Development Authority of India (Protection of Policyholders’
Interests) Regulations 2017, reg 4(4).
ibid, reg 17.
ibid, reg 17(2).
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▪▪ Displaying grievance redressal procedure on the website and in every
office;
▪▪ Stating the particulars of Internal Grievance Redressal Mechanism of
the insurer and the contact details of Insurance Ombudsman having
jurisdiction over the place of business of the insurer or residence of the
policyholder;41
▪▪ Providing channels for complainants at various stages of insurance policy
like prospects, policyholders, claimants etc. to make a complaint against
insurer, intermediary, distribution channel or other regulated entities
involved in sale and servicing of policies which should include systems
to receive calls, emails etc. and facilitate interfacing with systems put in
place by IRDAI;
▪▪ Putting in place an IT system for receiving, registering, responding to
and disposing grievances in each of its offices and integrating this with
the Integrated Grievance Management System of IRDAI so that the mirroring of the insurers’ complaints with the IRDAI database facilitates
not only an analysis of complaints but also enables continuous monitoring and review of the system of receipt and disposal of complaints for
improvements in processes as well as systems for better customer service
and policyholder protection;
▪▪ Not closing the complaint unless the insurer has fully acceded to
the request made in the complaint or the complainant has given his
acceptance of the insurer’s response or where the complainant has not
responded even after 8 weeks of receipt of a written response from
insurer; and
▪▪ Advising the complainant of the recourse to insurance ombudsman and
details thereof to take up the matter further in case the complaint is not
resolved in favour of the complainant either partially or fully.42
The insurer has to ensure prompt redressal of grievances relating to the policies issued by them against the distribution channels and intermediaries as
well.

C. PUBLIC DISCLOSURES
IRDAI has issued instructions to all insurance companies to place information of various aspects of their business and operations on their website
through public disclosures on a quarterly basis. The requirement of periodic
41
42

ibid, reg 9(1)(xvii), 11(1)(xvii) and Reg 12(1)(xvii) read with (xxii).
ibid, annex I.

152

INTERNATIONAL JOURNAL ON CONSUMER LAW AND PRACTICE

VOL. 10

disclosures to the public about ‘Grievance Disposal’ was mandated from
201243.Since then all insurers have been disclosing the grievance related information in Form L-41 in case of life insurers and Form NL-41 in case of nonlife insurers i.e., general insurers and health insurers, on a quarterly basis.
IX. IRDAI CHANNELS TO FACILITATE
INSURANCE GRIEVANCE REDRESSAL

The Insurance Regulatory and Development Authority of India, given its
statutory mandate for protection of policyholders’ interests and the development of the insurance market, has taken further steps for facilitating grievance
redressal through the following initiatives:

A. INTEGRATED GRIEVANCE MANAGEMENT SYSTEM (IGMS)
This is the electronic platform launched in 2010-11 by IRDAI as the industry-wide repository of insurance grievances and one-stop grievance redressal
platform for entire insurance sector. IGMS has the complete information of
complaints raised against insurers, agents, intermediaries and insurance intermediaries and their status and disposal particulars. The system provides centralized online access not only for the two parties to the grievance viz. the
proposers, policyholders or claimants who have raised a grievance and the
insurers, intermediaries etc. against whom complaints have been made, but
also IRDAI. The system also provides for escalation of complaints to IRDAI
for taking up with insurers for re-examination and resolution. However, IRDAI
only facilitates resolution of grievances but does not adjudicate upon individual
complaints. The data gets replicated from IRDAI to the insurance companies’
systems and vice versa to enable access and monitoring at both the insurer’s
and IRDAI’s end. The grievances relating to deficiency of service in sale by
e-commerce are categorized under unfair business practices, which in life
insurance, is the most important class of complaints being the ground on which
maximum complaints are received.

B. INTEGRATED GRIEVANCE CALL CENTRE (IGCC)
IRDAI has a launched the IGCC in July 2010 with a Toll free number of
155255 or 18004254732 for making complaints on call from 8AM to 8PM six
days a week with facility of making calls in Hindi, English and other major
Indian Languages with the callers registering the complaints on the IGMS.
This is a simple, inexpensive and expeditious method of raising grievance
and to ascertain the status based on the complaint number furnished after
43
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registration. The complaints received by IRDAI through other channels viz.
letters, emails, Government portal, VIP references etc. are also entered into
IGMS and forwarded to insurers / other regulated entities for redressal.
X. INSURANCE OMBUDSMAN

The Scheme of Ombudsman for insurance sector was introduced by Central
Government through the Redressal of Public Grievances Rules, 1998 effective
from 11.11.1998. The Scheme was revised and issued by Central Government
as Insurance Ombudsman Rules, 2017 (IO Rules) in exercise of powers
under Section 24 of the IRDA Act and have been effective from 25.4.2017
with the administrative support being provided by the Council for Insurance
Ombudsmen. The Rules aim “to resolve all complaints of all personal lines
of insurance, group insurance policies and policies issued to sole proprietorship firms and microenterprises on the part of insurance companies and their
agents and intermediaries in a cost-effective, efficient and impartial manner.”44 Thus, the rules are applicable not only to all insurers but their agents
and intermediaries or insurance brokers.45 Where the insurer or intermediary
or broker has not resolved the complaint to the satisfaction of complainant or
has not responded to the complaint within 30 days, a complaint can be made to
Insurance Ombudsman within one year of receipt of response or one year and
one month after sending the complaint, where no response has been received.46
The Ombudsman can receive and examine complaints of deficiency on the
part an insurer including agent or intermediary or insurance broker on the
grounds of complaint contained in Rule 13. The complaints that could emanate
out of insurance e-commerce are those alleging mis-selling of insurance policy
or resorting to unfair business practices in sale of the insurance product; failure to meet the system requirements like privacy and confidentiality;problem
in payment of premium through the payment gateway; non-issuance of policy
document and proposal; non-compliance with PPHI Regulations and Guidelines
on Insurance E-Commerce etc. From the grounds of complaint contained in
Rule 13 of the IO Rules, the following could be the grounds on which complaint can be made against insurance companies, insurance agents and insurance intermediaries relating to issuance of insurance policy through insurance
e-commerce:
“(c) disputes over premium paid or payable in terms of insurance
policy;
44
45
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(d) misrepresentation of policy terms and conditions at any time in
the policy document or policy contract;
(f) policy servicing related grievances against insurers and their
agents and intermediaries;
(g) issuance of life insurance policy, general insurance policy
including health insurance policy which is not in conformity with
the proposal form submitted by the proposer;
(h) non-issuance of insurance policy after receipt of premium in life
insurance and general insurance including health insurance; and
(i) any other matter arising from non-observance of or non-adherence to the provisions of any regulations made by the Authority
with regard to protection of policyholders’ interests or otherwise, or
of any circular, guideline or instruction issued by the Authority, or
of the terms and conditions of the policy contract, insofar as such
matter relates to issues referred to in clauses (a) to (h).”47
The complaint can be made in writing or through email or online through
the internet site of Council of Insurance Ombudsmen with his particulars, facts
of the complaint with supporting and all documents.48 The Ombudsman calls
for the response from the insurer, agent or intermediary or broker and shares
it with the other party, may seek additional documents, call for professional
expert’s opinion where warranted, even hold a video conference if so requested
to hear the matter; and dispose the complaint after giving the parties a reasonable opportunity of being heard; acting fairly and equitably in the whole
process.49 Ombudsman can also act as a counsellor and mediator for amicably
settling the complaint, subject to the written consent of parties.50 In such an
event, the Ombudsman can,within one month on receipt of written consent,make a recommendation for fair settlement and send it to parties for their written consent. The complainant, if agreeable, can communicate his agreement
with the recommendation for full and final settlement of dispute within 15 days
of receipt, which will then be forwarded to the other party for compliance latest within 15 days with anintimation to the Ombudsman.51 If not settled, or if
parties don’t agree for mediation, the Ombudsman passes areasoned Award in
writing based on submissions of both parties and evidence on record and communicate it to both the parties. If the award is in favour of the complainant,
47
48
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the Ombudsman can award compensation not exceeding the loss suffered as
direct consequence of deficiency or compensation not more than Rs. 30 lakhs
including related expenses. The Award is binding on the insurer or insurance
broker or intermediary.52 There are 17 Offices of Insurance Ombudsmen across
the country resolving insurance grievances through mediation or Awards which
are final and binding on the insurers.
Given that Insurance Ombudsman does not charge any fee and is required
to dispose of a complaint by settlement or award within 3 months of receipt
of all requirements from the complainant, it is the ideal forum for resolution of grievances emanating out of Insurance e-commerce, especially relating to unfair business practice or non-compliance with IRDAI Guidelines on
Insurance Commerce and where the compensation claimed is not more than
Rs. 30 lakhs.
XI. ACTION BY IRDAI BASED ON GRIEVANCES

IGMS captures the details of complaints with particulars classified under
broad areas, classes and sub-classes of the matters relating to which complaints
are received. It also has the ability to generate reports on the disposal and pendency of complaints, time taken for resolution, period of pendency, nature of
resolution (rejected, partially in favour and fully in favour of complainant) etc.
This enables the system to be used by IRDAI (and the insurers) as a one-stop
destination for monitoring the nature of grievances in the insurance industry(or
the insurance company), the speed and effectiveness of resolution by the regulated entities; ascertaining their market conduct based on complaints; examining the common areas of grievances for root-cause analysis and consequent
systemic improvements or regulatory changes; using the inputs for regulatory
purposes like renewal of license of distribution channels and intermediaries
and regulatory action.
IRDAI publishes the information about grievances for the benefit of all
the stakeholders of insurance. The publications in this regard are the Annual
Consumer Affairs Booklet which is exclusively relating to grievances, their
analysis, trends and efforts by insurers to go to the root cause of major
grievances and indicate measures taken and proposed to address them. The
Consumer Affairs booklet, since 2013, has been carrying information about the
measures taken by the insurers to address the issues of mis-selling of insurance policies by life insurers and spurious calls in connection with insurance
policies, curbing these unfair business practices, systems put in place by various insurers to reduce incidence, modes of penalty and quantum of penalty
52

ibid, r 17.

156 INTERNATIONAL JOURNAL ON CONSUMER LAW AND PRACTICE

VOL. 10

imposed on the agents or intermediaries or officials found resorting to such
practices. The Report also contains the details of complaints handled by
Insurance Ombudsmen and information about the number of complaints, their
grounds, disposal, modes of disposal, pendency and period of disposal and
pendency to enable the stakeholders to assess the effectiveness of the forum.
IRDAI also analyses the grievances handled by Insurance Ombudsman and
takes steps to address the regulatory issues if any which give rise to grievances. IRDAI periodically interacts with insurers, intermediaries and insurance ombudsmen to discuss various aspects relating to insurance business and
grievance handling so as to come out with appropriate regulatory and supervisory process improvements for better policyholder protection.
XII. CONCLUSION

It is clear from the foregoing that the IRDAI has put in a comprehensive
regulatory framework for insurance e-commerce through Insurance SelfNetwork Platforms which not only provides access to purchase insurance products but also to handle services after policy issuance. The system is mandated
to be so designed as to not only replicate the protection granted to policyholders under the IRDAI (Protection of Policyholders’ Interests) Regulations,
2017 in the electronic solicitation at point of sale, proposal and policy issuance
process but also provide additional protections required in an electronic internet-based environment like information security, privacy and confidentiality,
encryption and data protection, disaster management, etc. To handle the issues
arising out of deficiency of services and consequent product liability, IRDAI
has specific prescriptions for an expeditious and effective grievance redressal.
The Insurance Ombudsman also provides an alternative for inexpensive resolution of grievances which are not redressed by the insurers. In case the resolution is not satisfactory or if the compensation claimed is more than Rs. 30
lakhs, only then would there be a need for an insurance consumer to approach
the Consumer Fora invoking their jurisdiction through complaint under the
Consumer Protection Act, 2019.

